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PROPOSED  RULES 


DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Office  of  Education 
[  45  CFR  Part  190  ] 

BASIC  EDUCATIONAL  OPPORTUNITY 
GRANT  PROGRAM 

Family  Contribution  Schedules  for  Use  in 
Academic  Year  1974—75 

Pursuant  to  the  authority  contained  in 
Subpart  I  of  Part  A  of  Title  IV  of  the 
Higher  Education  Act  of  1965  as  amended 
(20  U.S.C.  1070a)  notice  is  hereby  given 
that  the  Commissioner  of  Education, 
with  the  approval  of  the  Secretary  of 
Health,  Education  and  Welfare,  pro¬ 
poses  to  issue  the  following  regulations 
imder  Part  190  of  Title  45  of  the  Code  of 
Federal  Regulations,  covering  the  basis 
for  determining  the  expected  family 
contributions  toward  the  education  of 
both  dependent  and  independent  stu¬ 
dents  for  awards  to  be  received  during 
academic  year  1974-75.  The  regulations 
appear  below  in  their  entirety.  The  previ¬ 
ous  set  of  regulations  describing  Family 
Contributions  for  the  Basic  Educational 
Opportunity  Grant  Program  for  use  dur¬ 
ing  academic  year  1973-74,  were  pub¬ 
lished  in  the  Federal  Register  on  Mon¬ 
day.  June  11, 1973  (38  FR  15418-15427), 

These  regiilations  are  being  submitted 
In  advance  of  the  February  1  deadline 
specified  in  the  Higher  Education  Act  of 
1965  as  amended  so  that  the  required 
Congressional  review  of  the  Schedules 
may  be  completed  earlier  than  the  May  1 
date  specified  in  the  statute.  It  is  the 
opinion  of  the  Commissioner  that  the 
May  1  deadline  for  the  Congressional  ac¬ 
tion  does  not  permit  students,  parents, 
and  educational  institutions  sufficient 
time  to  make  effective  decisions  concern¬ 
ing  the  packaging  of  student  financial 
aid  resources. 

This  opinion  is  also  shared  by  the 
House  Special  Subcommittee  on  Educa¬ 
tion,  which  has  introduced  H.R.  9196. 
This  Bill,  if  adopted,  would  require  that 
the  Commissioner  submit  the  Schedule 
of  Family  Contributions  to  be  used  for 
Fiscal  Year  1975  no  later  than  August  15, 
1973,  and  not  later  than  July  1  in  suc¬ 
ceeding  years.  Fm-ther,  the  Bill  would 
give  the  Congress  imtil  December  15, 
1973,  for  Fiscal  Year  1975,  and  until 
November  1  in  succeeding  years,  to  re¬ 
view  the  proposed  Schedule. 

Although  this  Bill  has  not  yet  been  en¬ 
acted  into  law,  the  Commissioner  is  sub¬ 
mitting  the  Family  Contribution  Sched¬ 
ules  at  this  time.  Further,  the  completion 
of  the  CiMigressional  review  before  De¬ 
cember  15  is  clearly  in  the  best  interest  of 
students,  parents,  and  institutions  of 
higher  education  and,  therefore,  is  sought 
for  these  Schedules. 

The  Schedules  submitted  for  use  in 
academic  year  1974-75  are  identical  to 
those  in  use  during  academic  year  1973- 
74.  It  is  realized  that  changes  in  the 
Family  Contribution  Schedules  will  need 
to  be  considered  as  comments  are  re¬ 
ceived  by  the  Office  of  Education  on  the 
basis  of  experience  gained  regarding  the 
effect  of  the  Schedules  during  academic 
year  1973-74. 


Interested  persons  are  invited  to  sub¬ 
mit  written  cixnments.  suggestions,  or 
objections  regarding  the  proposed  ndes 
to  Peter  K.  U.  Voigt,  Acting  Coordina¬ 
tor,  Basic  Educational  Opportunity 
Grants,  U.S.  Office  of  Education,  Room 
4010,  Federal  Office  Building  No.  6,  400 
Maryland  Avenue  SW..  Washington,  D.C. 
20202,  on  or  before  November  23,  1973. 
Comments  received  will  be  available  for 
public  inspection  at  the  above  office  Mon¬ 
day  through  Friday  between  8:00  a.m. 
and  4:30  p.m. 

(The  Catalogue  of  Federal  Domestic  Assis¬ 
tance  number  for  this  program  Is  13.539, 
Basic  Educational  Opportunity  Grant  Pro¬ 
gram.) 

Dated  August  27, 1973, 

Peter  P.  Muirhead, 

U.S.  Commissioner  of  Education. 

Approved  September  19, 1973. 

Caspar  W.  Weinberger, 

Secretary,  Department  of  Health, 
Education,  and  Welfare. 

Subpart  C — Expected  Family  Contribution  for 
Dependent  Students 

Sec. 

190.31  Indicators  of  financial  strength. 

190.32  Special  definitions. 

190.33  The  expected  family  contribution  for 

dependent  students  from  parents’ 
Income. 

190.34  Computation  of  standard  expected 

contribution  from  parents*  assets. 

190.35  Computation  of  standard  expected 

contribution  from  parents'  other 
assets. 

190.36  Computation  for  expected  contribu¬ 

tion  from  parents’  income,  assets, 
and  other  assets  adjusted  for  num¬ 
ber  of  family  members  attending 
Institutions  of  postsecondary  edu¬ 
cation. 

190.37  Computation  of  expected  contribu¬ 

tion  from  the  student’s  effective 
Income. 

190.38  Computation  of  expected  contribu¬ 

tion  from  students’  assets. 

190.39  Computation  of  the  total  expected 

family  contribution. 

Authority  :  Subpart  1  of  Part  A  of  Title  IV 
of  the  Higher  Education  Act  of  1965,  as 
amended  (20  U.S.C.  1070a) . 

Subpart  C — Expected  Family  Contribution 
for  Dependent  Students 

§  190.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  with 
respect  to  each  dependent  student  means 
the  amount  which  the  family  of  that 
student  may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  educa¬ 
tion  for  an  academic  year.  Each  of  the 
following  elements  of  financial  strength 
will  be  considered  in  determining  the 
family  contribution  for  dependent  stu¬ 
dents: 

(a)  The  amount  of  the  effective  income 
of  the  student. 

(b)  The  amount  of  the  effective  income 
of  the  student’s  parent (s). 

(c)  The  number  of  dependents  of  the 
student’s  parent(s) . 

(d)  The  number  of  dependents  of  the 
student’s  parent(s)  who  are  in  attend¬ 
ance,  on  at  least  a  half-time  basis.  In  a 
program  of  postsecondary  education. 

(e)  The  amount  of  assets  of  the 
student. 


(f)  The  amoimt  of  assets  and  other 
assets  of  the  student’s  parent (s) . 

(g)  Unusual  expenses  of  the  student 
and  the  unusual  expenses  of  the  student’s 
parent(s).  Such  imusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrophe. 

(h)  The  additional  expienses  Incurred 
In  providing  an  Income  when  two  par¬ 
ents  are  employed  or  when  a  family  is 
headed  by  a  single  parent. 

(20  UB.C.  1070a(a)  (3)  (B)  (11) .) 

§  190.32  Sperial  definitions. 

For  purposes  of  this  subpart: 

(a)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  in  checking  accounts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  any  other  securities, 
real  estate,  home  (if  owned) ,  Income  pro¬ 
ducing  property,  business  equipment  and 
business  inventory  which  are  held  by  the 
student’s  parents  and  by  the  student. 

(b)  “Other  assets”  means  consumer 
durables  and  personal  assets  such  as 
automobiles,  boats,  art  objects,  electronic 
sound  and  visual  equipment,  jewelry, 
antiques,  and  cameras,  each  of  which  has 
a  value  of  $500  or  more. 

(c) (1)  “Annual  adjusted  family  in¬ 
come”  for  any  base  year  means  the  sum 
of  the  following:  Adjusted  gross  income 
as  defined  in  section  62  of  the  Internal 
Revenue  Code  of  the  student’s  parents, 
investment  Income  of  the  student’s  par¬ 
ents  upon  which  no  Federal  Income  tax 
is  required  to  be  paid  such  as  interest  on 
municipal  and  State  bonds,  other  income 
of  the  parents  upon  which  no  Federal  in¬ 
come  tax  is  required  to  be  paid  such  as 
child  support  payments,  income  of  the 
parents  received  imder  inciHne  main¬ 
tenance  programs  including  welfare 
benefits,  social  security  benefits  except 
those  benefits  paid  to  or  on  account  of 
the  student  included  in  paragraph  (f )  of 
this  sectimi,  and  Veteran’s  benefits  ex¬ 
cept  those  veteran’s  benefits  paid  under 
chi^ters  34  and  35  of  title  38  of  the 
United  States  Code. 

(2)  In  the  case  of  the  student  whose 
parents  are  divorced,  or  are  separated 
and  file  separate  returns  for  Federal  in¬ 
come  tax  puposes,  only  the  income  as  de¬ 
scribed  in  paragraph  (c)  (1)  of  this  sec¬ 
tion  of  the  parent  claiming  or  eligible  to 
claim  the  student  as  an  exemption  for 
Federal  Income  tax  purposes  for  the  base 
year  shall  be  considered  in  determining 
the  annual  adjusted  family  income.  If  no 
parent  claims  or  is  eligible  to  claim  the 
student  as  an  exemption  for  Federal  in¬ 
come  tax  purposes,  the  Income  of  both 
parents  shall  be  combined  to  determine 
the  annual  adjusted  family  Income. 

(3)  In  the  case  of  the  student  whose 
parents  are  married  and  not  separated 
but  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  income  as  de¬ 
scribed  in  paragraph  (c)(1)  of  this  sec¬ 
tion  dL  both  parents  shall  be  combined 
to  determine  the  annual  adjusted  fam¬ 
ily  income  for  that  student. 

(d)  “Base  year”  means  the  tax  year  for 
which  information  is  requested  by  the 
Commisskmer  for  the  purpose  of  deter¬ 
mining  family  Income. 
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(e)  “Dependent  student”  means  any 
student  who  does  not  qualify  as  an  inde¬ 
pendent  student  as  defined  in  §  190.42 
(a) . 

(f)  “Effective  income  of  the  student” 
means  any  amount  paid  to,  or  on  account 
of,  the  student  imder  the  Social  Security 
Act  which  would  not  be  paid  if  he  were 
not  a  student,  i.e.,  under  section  202(d) 
of  title  n  of  the  Social  Security  Act,  42 
U.S.C.  402(d).  and  one-half  of  any 
amoimt  paid  the  student  imder  chapter 

^  34  of  title  38,  United  States  Code  (Vet¬ 

erans  Educational  Assistance — 38  U.S.C. 
1651  et  seq.)  and  chapter  35  of  title  38, 
United  States  Code  (War  Orphans’  and 
Widows’  Education  Assistance — 38  U.S.C. 
1700  et  seq.) .  The  amoimt  of  the  effective 
Income  of  the  student  Is  the  amount  to  be 
received  during  the  academic  year  for 
which  Basic  Grant  assistance  is  re¬ 
quested. 

(20  US.C.  1070a(a)  (3)  (B)  (Iv) .) 

(g)  “Effective  family  Income”  of  a 
student’s  parents  means  the  annual  ad¬ 
justed  family  income  received  for  the 
base  year  minus  the  Federal  income  tax 
paid  or  payable  with  respect  to  such  in¬ 
come  during  the  base  year. 

(20  17.S.C.  1070a(a)(3)(B)(lli).) 

(h)  “Employment  expenses  offset” 
means  an  allowance  to  meet  expenses 
relating  to  employment  where  both  par¬ 
ents  are  employed  or  where  one  parent 
qualifies  as  a  surviving  spouse  or  as  head 
of  a  household  under  section  2  of  the  In¬ 
ternal  Revenue  Code. 

(1)  “Expenses  arising  from  catastro¬ 
phe”  means  those  types  and  amounts  of 
casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  dur¬ 
ing  the  base  year  by  the  student,  the  par¬ 
ents  of  the  student  and  the  parents’ 
dependents. 

(20  U.S.C.  1070a(a)  (3)  (B)  (11)  (V).) 

(j)  “Family  size  offset”  means  an  al¬ 
lowance  to  meet  subsistence  expenses,  in¬ 
cluding  food,  shelter,  clothing,  and  other 
basic  needs  of  a  family.  For  purposes  of 
this  part  the  “Weighted  Average  Thresh¬ 
old  at  the  Low  Income  Level,”  as  devel¬ 
oped  by  the  Social  Security  Administra¬ 
tion  shall  be  used  as  a  basis  to  determine 
the  amount  for  the  family  size  offset. 

(k)  “Federal  income  tax”  means  the 
tax  on  income  paid  to  the  U.S.  Govern¬ 
ment  under  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  applicable 
to  those  Jurisdictions. 

(20  U.S.C.  1070a(a)  (3)  (B)  (111).) 

,  (1)  “Medical  expenses”  means  those 

types  of  medical  and  dental  expenses, 
except  premiums  for  medical  Insurance, 
that  may  be  deducted  under  section  213 
of  the  Internal  Revenue  Code  which  were 
incurred  during  the  base  year  by  the 
student,  the  parents  of  the  student  and 
the  parents’  dependents. 


(m)  “Net  assets”  means  the  current 
market  value  of  the  assets  included  in 
paragraph  (a)  of  this  section,  minus  the 
outstanding  liabilities  (indebtedness) 
against  such  assets  at  the  time  of  appli¬ 
cation. 

(n)  “Net  other  assets”  means  the  cur¬ 
rent  market  value  of  the  assets,  included 
in  paragraph  (b)  of  this  section,  minus 
the  outstanding  liabilities  (indebtedness) 
against  such  assets  at  the  time  of 
application. 

(o)  “Parent”  means  the  mother  or 
father  of  the  student,  unless  any  other 
person,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one-half  of  the  student’s 
support  and  claims  or  is  eligible  to  claim 
the  student  as  an  exemption  for  Federal 
income  tax  purposes  for  the  base  year, 
in  which  case  such  person  shall  be  con¬ 
sidered  the  parent. 

(20  U.S.C.  1070a(a)  (3)  (B)  unless  otherwise 
noted.) 

§  190.33  Tlie  expected  family  contribu¬ 
tion  for  dependent  students  from 
parents*  income. 

’The  expected  family  contribution  for 
dependent  students  from  parents’  income 
for  each  grant  shall  be  an  amount  de¬ 
termined  in  the  following  manner: 

(a)  Add  to  annual  adjusted  family  in¬ 
come  the  effective  income  of  the  student 
attributable  to  the  dependents  of  the 
student  who  is  a  veteran. 

(b)  Determine  effective  family  income 
by  subtracting  from  the  amount  deter¬ 
mined  in  paragraph  (a)  of  this  section 
the  amount  of  Federal  income  tax  paid 
or  payable  with  respect  to  such  income. 

(c)  Determine  discretionary  income 
by  deducting  the  following  from  effective 
family  income: 

(1)  Family  size  offset.  A  family  size 
offset  in  the  amount  specified  in  the  fol¬ 
lowing  table.  Family  size  includes  the 
student,  the  student’s  parents  and  per¬ 
sons  for  whom  the  parents  may  claim  an 
exemption  under  section  151  of  the  In¬ 
ternal  Revenue  Code.  Family  size  is  to  be 
determined  for  the  base  year.  If  the 
parents  are  divorced  or  separated,  family 
size  shall  include  the  student  and  any 
parent  whose  income  is  taken  into  ac¬ 
count  for  the  purpose  of  computing  the 
annual  adjusted  family  income  and  his 
or  her  exemptions. 

Familt  Size  Offsets 


Family  size 


Dollar  amount 


2  — . - . 2,800 

3  . 3.360 

4  . 4,300 

5  . - . 6,050 

S  . . . . . - . 5,700 

7  . 6,300 

8  . 7,000 

9  . 7,700 

10  _ 8,400 

11  . . 9,100 

12  . 9,800 


(2)  Unusual  expenses.  'The  amount  by 
which  the  sum  of  medical  and  dental 
expenses  and  losses  resulting  from  catas¬ 
trophes  incurred  in  the  base  year  and 
not  compensated  by  insurance  exceeds 
20  percent  of  effective  family  Income. 
Unusual  expenses  may  be  deducted  if 


they  were  incurred  by  the  student  and 
any  parent  (and  any  persons  for  whom 
an  exemption  was  claimed  by  that  par¬ 
ent)  whose  income  is  taken  into  account 
for  the  purpose  of  computing  the  annual 
adjusted  family  income. 

(3)  Employment  expense  offset.  An 
employment  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  the 
parent  earning  the  lesser  income  if  both 
parents  are  employed,  or  50  percent  of 
the  adjusted  gross  income  of  a  parent 
qualifying  as  surviving  spouse  or  as  head 
of  household  as  defined  in  section  2  of 
the  Internal  Revenue  Code,  but  in  no 
case  shall  such  an  offset  exceed  $1,500. 
The  expense  may  be  claimed  only  if  the 
income  of  both  parents  or  the  income  of 
the  surviving  spouse  or  hesui  of  house¬ 
hold  is  taken  into  account  for  the  pur¬ 
poses  of  computing  the  annual  adjusted 
family  income. 

(d)  To  determine  the  expected  family 
contribution  from  parental  income  the 
following  rates  shall  be  applied  to  dis¬ 
cretionary  income: 


$0 -  (No  contribution  ex¬ 

pected.) 

81  to  4,999 _  20  percent  of  Discretionary 

Income. 

$6,000  or  more..  $1,000  plus  30  percent  of 
Discretionary  Income  In 
excess  of  5,(>00. 


(20  U.S.C.  1070a(a)  (3)  (B).) 

§  190.34  Compulation  of  standard  ex¬ 
pected  contribution  from  parents* 
assets. 

(a)  The  expected  contribution  from 
parental  assets  shall  be  an  amount  de¬ 
termined  in  the  following  manner: 

( 1 )  Determine  the  net  assets  owned  by 
the  parents. 

(2)  If  the  amount  of  discretionary  in¬ 
come  determined  in  paragraph  (c)  of 
§  190.33  Is  a  negative  amount,  subtract 
that  amount  from  the  amount  of  net 
assets  determined  in  paragraph  (a)(1) 
of  this  section. 

(3)  Deduct  an  asset  reserve  of  $7500 
from  net  assets  as  determined  in  para¬ 
graph  (a)  (1)  or  paragraph  (a)  (2)  of  this 
section  whichever  is  applicable. 

(4)  The  contribution  from  parental 
assets  shall  be  an  amount  equal  to  5 
percent  of  the  remainder  obtained  in 
paragraph  (a)  (3)  of  this  section. 

(b)  If  the  student’s  parents  are 
divorced  or  separated  only  the  assets  of 
the  parent  whose  Income  is  taken  into 
account  for  the  purpose  of  computing 
annual  adjusted  family  income  shall  be 
considered. 

(20  U.S.C.  1070a(a)  (3)  (B) .) 

§  190.35  Computation  of  standard  ex¬ 
pected  contribution  from  parents* 
other  assets. 

(a)  The  expected  contribution  from 
other  parental  assets  shall  be  an  amount 
determined  in  the  following  manner: 

(1)  Determine  the  total  amount  of 
net  other  assets  owned  by  the  parents 
and  deduct  from  that  amount  an  asset 
reserve  of  $7,500. 
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(2)  The  contribution  from  other  par¬ 
ental  assets  shall  be  an  amount  equal  to 
5  percent  of  the  remainder  obtained  in 
subparagriq}h  (1)  of  this  paragraph. 

(b)  If  the  student’s  parents  are 
divorced  or  separated  only  the  other 
assets  of  the  parent  whose  income  is 
taken  into  account  for  the  purpose  of 
computing  annual  adjusted  family  in¬ 
come  shall  be  consider^. 

(20  UJS.C.  1070a(a)(3)(B)  .) 

§  190.36  r4>nipulalion  for  expected  con¬ 
tribution  from  parents'  Income, 
assets,  and  other  assets  adjusted  for 
number  of  family  members  attending 
institutions  of  poslsecondary  educa¬ 
tion. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  parents’  income  as  deter¬ 
mined  in  §  190.33  shall  be  added  to  the 
amount  expected  from  parents’  assets  as 
determined  in  §  190.34  and  parent’s  other 
assets  as  determined  in  §  190.35. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the  aca¬ 
demic  year  for  which  basic  grant  assist¬ 
ance  is  required: 

Number  of 
family  members 
attending  in¬ 
stitutions  of  Expected  contribution  from 


postsecondary  combined  contribution  per 

education  student 

1  _  100  percent  of  contribu¬ 

tion  from  the  amount 
determined  in  paragraph 
(a)  of  this  section. 

2  _  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

3  _  50  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 


Family  members  include  the  student,  the 
student’s  parents  and  persons  for  whom 
the  parent  may  claim  an  exemption 
under  section  151  of  the  Internal  Reve¬ 
nue  Code.  When  the  student’s  parents 
are  divorced  or  separated  and  are  filing 
separate  returns  for  Federal  income  tax 
purposes,  family  members  shall  include 
the  student  and  any  parent  whose  in¬ 
come  is  taken  into  accoimt  for  the  pur¬ 
pose  of  computing  annual  adjusted  fam¬ 
ily  income  and  his  or  her  exemptions. 
(20  UB.C.  1070a(a)  (3)(B).) 

§  190.37  Compulation  of  expected  con¬ 
tribution  from  the  student's  effective 
income. 

’The  expected  family  contribution  shall 
include  100  percent  of  the  student’s  ef¬ 
fective  income  for  the  academic  year  for 
which  aid  is  requested;  except  that,  that 
portion  of  effective  income  of  the  student 
attributable  to  the  dependents  of  a  vet¬ 


eran  shall  instead  be  included  as  a  part 
of.  and  treated  as,  annual  adjusted  fam¬ 
ily  income. 

(20  UB.C.  1070a(a)(3)(B).) 

§  190.38  C.omputalion  of  expected  con¬ 
tribution  from  student's  assets. 

For  each  grant  the  contribution  from 
the  student’s  assets  shall  be  an  amoiuit 
equal  to  33  per  centum  of  his  net  assets 
as  defined  in  §  190.32 im) . 

(20  UB.C.  1070a(a)  (3)  (B) .) 

§  190.39  Computation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  sum  of: 

(a)  The  expected  contribution  from 
parents’  discretionary  income,  parents’ 
assets,  and  other  assets  as  determined  in 
§  190.36. 

(b)  ’The  expected  contribution  from 
the  student’s  effective  income  as  deter¬ 
mined  in  §  190.37,  and 

(c)  'The  expected  contribution  fr<Mn 
the  student’s  assets  as  determined  in 
§  190.38. 

Subpart  D — Expected  Family  Contribution  for 
Independent  Students 

Sec. 

190.41  Indicators  of  financial  strength. 

190.42  Special  definltioiu. 

190.43  Computation  of  the  expected  family 

contribution  from  effective  Income 
for  independent  students. 

190.44  The  expected  family  contribution  for 

Independent  students  from  annual 
adjusted  family  Income. 

190.45  Computation  of  expected  contribu¬ 

tion  frean  the  assets  of  the  in¬ 
dependent  student  and  his  or  her 
spouse. 

190.46  Computation  of  expected  contribu¬ 

tion  from  the  other  assets  of  the 
independent  student  and  his  or 
her  spouse. 

190.47  Computation  for  expected  contribu¬ 

tion  from  Income,  assets,  and  other 
assets  adjusted  for  number  of  fam- 
Uy  members  attending  institutions 
of  postsecondary  education. 

190.48  Computation  of  the  total  expected 

famUy  contribution. 

Authoritt:  Subpart  1  of  part  A  of  title  IV 
of  the  Higher  Education  Act  of  1965,  as 
amended  (20  UJS.C.  1070a). 

Subpart  D — Expected  Family  Contribution 
for  Independent  Students 

§  190.41  Indirator>i  of  financial  strength. 

“ExE>ected  Family  Contribution”  with 
respect  to  each  independent  student 
means  the  amount  which  that  student, 
and  his  or  her  spouse,  if  any,  may  rea¬ 
sonably  be  expected  to  contribute  toward 
the  cost  of  his  or  her  education  for  an 
academic  year.  Each  of  the  following 
elements  of  financial  strength  will  be 
considered  in  determining  the  family 
contribution  for  independent  students: 

(a)  The  amount  of  effective  income  of 
the  independent  student. 

(b)  ’The  amount  of  annual  adjusted 
family  income  of  the  independent  student 
and  the  independent  student’s  spouse. 

(c)  ’The  number  of  persons  whom  the 
independent  student  can  claim  as  an 
exemption. 

(d)  ’The  number  of  dependents  of  the 
Independent  student  who  In  addition  to 


the  student  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  a  program  of 
postsecondary  education. 

(e)  ’The  amount  of  the  assets  and  the 
other  assets  of  the  independent  student 
and  his  or  her  spouse. 

(f)  ’The  unusual  expenses  of  the  inde¬ 
pendent  student,  and  his  or  their  de¬ 
pendents.  Such  unusual  expenses  shall 
be  limited  to  medical  and  dental  expenses 
and  expenses  arising  from  catastrophe. 

(g)  The  additional  expenses  incurred 
in  providing  an  income  where  both  the 
independent  student  and  his  spouse  are 
employed  or  where  the  Independent  stu¬ 
dent  qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  imder  section  2  of 
the  Internal  Revenue  Code. 

(20  UB.C.  1070a(a)  (3)  (C).) 

§  190.42  Special  definitions. 

For  the  piuposes  of  this  subpart: 

(a)  “Independent  Student”  means  a 
student  who: 

(1)  Has  not  and  will  not  be  claimed 
as  an  exemption  for  Federal  Income  tax 
purposes  by  any  person  except  his  or  her 
spouse  for  the  calendar  year(s)  In  which 
aid  is  received  and  the  calendar  year 
prior  to  the  academic  year  for  which  aid 
is  requested, 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$600  from  his  or  her  parent(s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the  aca¬ 
demic  year  for  which  aid  is  requested, 
and 

(3)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

(b)  “Assets”  means  cash  on  hand  in¬ 
cluding  amounts  in  checking  accotmts, 
savings  accounts  and  trusts,  the  current 
market  value  at  the  time  of  application 
of  stocks,  bonds,  and  other  securities,  real 
estate,  home  (if  owned) ,  income  produc¬ 
ing  property,  business  equipment  and 
business  inventory  which  are  held  by  the 
independent  student  and/or  his  spouse. 

<c)  “Other  assets”  means  consumer 
durables  and  personal  assets  such  as 
automobiles,  boats,  su’t  objects,  electronic 
sound  and  visual  equipment,  jewelry, 
antiques,  and  cameras,  each  of  which  has 
a  value  of  $500  or  more. 

(d)  (1)  “Annual  Adjusted  Family  In¬ 
come”  for  any  base  year  means  the  sum 
of  the  following:  Adjusted  gross  income 
as  defined  in  sectitm  62  of  the  Internal 
Revenue  Code  of  the  student  and  the  stu¬ 
dent’s  spouse,  investment  income  upon 
which  no  Federal  income  tax  is  required 
to  be  paid  such  as  interest  on  municipal 
and  State  bonds,  other  income  of  the  stu¬ 
dent  and  the  student’s  spouse  upon 
which  no  Federal  inctxne  tax  is  required 
to  be  paid  such  as  child  support  pay¬ 
ments,  income  of  the  student  and  the 
student’s  spouse  received  under  income 
maintenance  programs  including  welfare 
benefits,  social  security  benefits  except 
those  benefits  paid  to  or  chi  acxxHmt  of 
the  student  Included  in  paragraph  (g) 
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of  this  section,  and  veteran’s  benefits  ex¬ 
cept  those  veteran’s  benefits  paid  to  the 
independent  student  under  chapters  34 
and  35  of  title  38  of  the  United  States 
Code. 

(2)  In  the  case  of  the  student  who  is 
divorced,  or  is  separated  and  files  a  sepa¬ 
rate  return  for  Federal  income  tax  pur¬ 
poses,  only  the  student’s  own  income 
shall  be  considered  in  determining  the 
annual  adjusted  family  income, 

(3)  In  the  case  where  the  student  and 
his  spouse  are  married  and  not  separated 
but  file  separate  returns  for  Federal  in¬ 
come  tax  purposes,  the  income  as  de¬ 
scribed  in  paragraph  (d)(1)  of  this 
section  of  both  the  applicant  and  spouse 
shall  be  combined  to  determine  the  an¬ 
nual  adjusted  family  income  for  that 
student. 

(e)  “Base  year’’  means  the  tax  year 
for  which  information  is  requested  by 
the  Commissioner  for  the  purpose  of 
determining  family  income. 

(f )  “Dependent”  means  the  independ¬ 
ent  student’s  spouse  and  such  other  per¬ 
sons  who  are  eligible  to  be  claimed  as 
an  exemption  for  Federal  income  tax 
purposes  by  the  student  during  the  base 
year. 

(g)  The  “effective  Income  of  the  stu¬ 
dent”  means  any  amount  paid  to,  or  on 
account  of,  the  student  under  the  Social 
Security  Act  which  would  not  be  paid  if 
he  were  not  a  student;  i.e.,  under  section 
202(d)  of  title  n  of  the  Social  Security 
Act,  42  U.S.C.  402(d) ,  and  one-half  of  any 
amount  paid  the  student  under  chapter 
34  of  title  38,  United  States  Code  (Veter¬ 
ans  Educational  Assistance — 38  U.S.C. 
1651  et  seq.)  and  chapter  35  of  title  38, 
United  States  Code  (War  Orphans’  and 
Widows’  Education  Assistance — 38  U.S.C. 
1700  et  seq.) .  The  amount  of  the  effective 
income  of  the  student  is  the  amoimt  to  be 
received  diu'ing  the  academic  year  for 
which  basic  grant  assistance  is  requested. 

(h)  “Effective  family  income”  means 
the  annual  adjusted  family  income  re¬ 
ceived  during  the  base  year  minus  the 
Federal  income  tax  paid  or  payable  with 
respect  to  such  income. 

(I)  “Employment  expense  offset” 
means  an  allowance  to  meet  expenses  re¬ 
lating  to  employment  where  both  the 
independent  student  and  his  or  her 
spouse  are  employed  or  where  the  inde¬ 
pendent  student  qualifies  as  a  surviving 
spouse  or  as  head  of  a  household  imder 
section  2  of  the  Internal  Revenue  Code. 

(J)  “Expenses  arising  from  catas¬ 
trophe”  means  those  types  and  amounts 
of  casualty  losses  which  may  be  deducted 
under  section  165(c)  (3)  of  the  Internal 
Revenue  Code  which  were  incurred  by 
the  independent  student  and  his  depend¬ 
ents  during  the  base  year. 

(k)  “Family  size  offset”  means  an 
allowance  to  meet  subsistence  expenses, 
including  food,  shelter,  clothing,  and 
other  basic  needs  of  the  indep>endent 
student  and  his  dependents.  For  pur¬ 
poses  of  this  part  the  “Weighted  Average 
Thresholds  at  the  Low  Income  Level,” 
as  developed  by  the  Social  Security  Ad- 


ministraticm,  shall  be  used  as  a  basis  to 
determine  the  amount  for  the  family  size 
offset  except  in  the  case  of  a  single  inde¬ 
pendent  studoit,  where  an  amount  esti¬ 
mated  to  be  equal  to  living  expenses  dur¬ 
ing  periods  of  nonenrollment  shall  be 
utilized. 

(l)  “Federal  Income  tax”  means  the 
tax  on  income  paid  to  the  U.S.  (govern¬ 
ment  imder  chapter  2  of  the  Internal 
Revenue  Code  and  the  tax  on  income 
paid  to  the  Governments  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Is¬ 
lands,  and  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws  applica¬ 
ble  to  those  Jurisdictions. 

(20  UA.C.  1070a(a)  (3)  (B)  (111) .) 

(m)  “Medical  expenses”  means  those 
types  of  medical  and  dental  expenses, 
except  premiums  for  medical  insurance, 
that  may  be  deducted  under  section  213 
of  the  Internal  Revenue  Code,  which  were 
incurred  by  the  Independent  student  and 
his  dependents  during  the  base  year. 

(n)  “Net  assets”  means  the  current 
market  value  at  the  time  of  application 
of  the  assets  included  in  paragraph  (b) 
of  this  section  minus  the  outstanding  lia¬ 
bilities  (Indebtedness)  against  such 
assets. 

(20  U.S.C.  1070a(a)(3)(C).) 

(o)  “Net  other  assets”  means  the  cur¬ 
rent  market  value  at  the  time  of  appli¬ 
cation  of  the  other  assets  Included  in 
paragraph  (c)  of  this  section  minus  the 
outstanding  liabilities  (indebtedness) 
against  such  assets. 

(20  U.S.C.  1070a(a)(3)(C).) 

§  190.43  Computation  of  the  expected 
family  contribution  from  effective  in¬ 
come  for  independent  students. 

The  expected  family  contribution  shall 
Include  100  per  centum  of  the  student’s 
effective  income  for  the  academic  year 
for  which  aid  is  requested;  except  that, 
that  portion  of  effective  income  of  the 
student  attributable  to  the  dependents  of 
a  veteran  shall  instead  be  included  as  a 
part  of,  and  treated  as,  annual  adjusted 
family  income. 

(20  U.S.C.  1070a(a)(3)(C).) 

§  190.44  The  cxpecled  family  contribu¬ 
tion  for  independent  students  from 
annual  adjusted  family  income. 

The  expected  family  contribution  of 
the  independent  student  from  annual 
adjusted  family  income  shall  be  an 
amount  determined  in  the  following 
manner; 

(a)  Determine  effective  family  income 
by  subtracting  from  the  annual  adjusted 
family  income  (including  the  portion  of 
the  effective  income  of  the  student  at¬ 
tributable  to  the  dependents  of  a  vet¬ 
eran)  the  amount  of  Federal  income  tax 
paid  or  payable  with  respect  to  such 
income. 

(b)  Determine  discretionary  income  by 
deducting  the  following  from  effective 
family  income: 

(1)  Family  size  offset.  A  family  size 
offset  in  the  amount  specified  in  the  fol¬ 
lowing  table.  Family  size  includes  the 


student  and  his  dependents,  as  defined  in 
section  190.42(f)  at  the  close  of  the  base 
year.  If  the  student  is  divorced  or  sepa¬ 
rated,  family  size  shall  include  any  per¬ 
son  whose  income  is  taken  into  account 
for  the  purpose  of  computing  the  annual 
adjusted  family  income  and  his  or  her 
exemptions  as  defined  in  section  151  of 
the  Internal  Revenue  Code. 

Dollar 

Family  size  amount 


2  . . . . . $2,800 

3  . . 3,350 

4  . 4,300 

5  . . .  5,  050 

6  . . . . . .  5,  700 

7  . 6,300 

8  . . . .  7,  000 

9  - . 7,700 

10  . . .  8,  400 

11  — . - . .  9,100 

12  . 9,800 


An  offset  of  $700  shall  be  made  for  the 
single  independent  student. 

(2)  Unusual  expenses.  The  amount  by 
which  the  sum  of  medical  and  dental  ex¬ 
penses,  and  losses  resulting  from  catas¬ 
trophes  Incurred  in  the  base  year  and  not 
compensated  by  Insurance,  exceeds  20 
percent  of  effective  family  income.  Un¬ 
usual  expenses  may  be  deducted  if  they 
were  incurred  by  the  independent  stu¬ 
dent  and  his  dependents  during  the  base 
year. 

(3)  Employment  expense  offset.  An  em¬ 
ployment  expense  offset  in  an  amount 
equal  to  50  percent  of  the  adjusted  gross 
income  earned  in  the  base  year  by  either 
a  married  independent  student  or  the 
student’s  spouse,  whoever  earns  the  les¬ 
ser,  or  50  percent  of  the  adjusted  gross 
income  during  the  base  year  of  an  inde¬ 
pendent  student  qualifying  as  a  surviving 
spouse  or  as  head  of  household  as  defined 
in  section  2  of  the  Internal  Revenue 
Code,  but  in  no  case  shall  such  an  offset 
exceed  $1,500. 

(c)  Determine  the  expected  family 
contribution  from  the  family  income  of 
the  Independent  student  and  his  or  her 
spouse  by  applying  the  following  rates  to 
discretionary  Income: 

(1)  75  percent  of  discretionary  income 
for  the  single  independent  student  with 
no  dependents; 

(2)  50  percent  of  discretionary  income 
for  the  married  independent  student  with 
no  dependents  other  than  spouse;  and 

(3)  40  percent  of  discretionary  in¬ 
come  for  the  independent  student  who 
has  dependents  other  than  spouse. 


(20  U.S.C.  1070a(a)  (3)  (C).) 


§  190.45  Computation  of  expected  con¬ 
tribution  from  tbe  assets  of  tbe  inde¬ 
pendent  student  and  bis  or  ber  spouse. 

The  expected  contribution  from  the  as¬ 
sets  of  the  independent  student  and  his 
or  her  spouse  shall  be  determined  in  the 
following  manner: 

(a)  Determine  the  total  amount  of  net 
assets  owned  by  the  student  and  the  stu¬ 
dent’s  spouse. 

(b)  If  the  amount  of  discretionary  in¬ 
come  determined  in  paragraph  (b)  of 
§  190.44  is  a  negative  amoimt,  subtract 
that  amount  from  the  amount  ef  net 
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assets  determined  in  paragraph  (a)  of 
that  section. 

the  amount  determined  in  paragraph  (a) 

(c)  The  contribution  from  assets 
shall  be  an  amount  equal  to  33  percent  of 
or  (b)  of  this  section,  whichever  is 
applicable. 

§  190.46  Compulation  of  expected  con- 
Iribiilion  from  the  oilier  iissels  of 
the  indepeiulciil  liludent  and  his  or 
her  spouse. 

The  expected  contribution  from  the 
other  assets  of  the  independent  student 
and  his  or  her  spouse  shall  be  deter¬ 
mined  in  the  following  manner: 

(a)  Determine  the  total  amount  of 
net  other  assets  oa-ned  by  the  student  and 
the  student’s  spouse  and  deduct  from 
that  amount  an  other  asset  reserve  of 
$7,500. 

(b)  The  contribution  from  other  assets 
shall  be  an  amount  equal  to  33  percent  of 
the  remainder  obtained  in  paragraph  (a) 
of  this  section. 

§  190.47  r.ompulalion  for  expecled  con- 
tribulion  from  annual  adjusted 
family  income,  assets  and  other 
assets  adjusted  for  number  of  family 
members  attending  institutions  of 
postsecondary  education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  family  income  as  deter¬ 
mined  in  §  190.44  shall  be  added  to  the 
amount  expected  from  assets  as  deter¬ 
mined  in  i  190.45  and  other  assets  as 
determined  in  S  190.46. 

(b)  For  each  grant  the  combined  ex¬ 
pectation  calculated  on  the  basis  of  the 
above  formula  shall  be  further  adjusted 
in  the  following  manner  to  take  into  con¬ 
sideration  the  number  of  family  mem¬ 
bers  who  will  be  in  attendance,  on  at 
least  a  half-time  basis,  in  programs  of 
postsecondary  education  during  the 
academic  year  for  which  basic  grant 
assistance  is  requested: 

Number  of 
family  members 
attending  tn- 

stitutionsof  Expected  contribution  from 


postsecondary  combined  contribution  per 
education  student 
1 _  100  percent  of  contribu¬ 


tion  from  the  amount 
determined  In  para¬ 
graph  (a)  of  this  sec¬ 
tion. 

2  _  70  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

3  _  50  percent  of  contribution 

from  the  amount  deter¬ 
mined  in  paragraph  (a) 
of  this  section. 

4  or  more _  40  percent  of  contribution 

from  the  amount  deter¬ 
mined  In  paragraph  (a) 
of  this  section. 

Family  members  shall  Include  any  person 
whose  Income  Is  taken  into  account  for  the 
purpose  of  computing  the  annual  adjusted 
family  income  and  his  or  her  exemptions. 

§  190.48  Computation  of  the  total  ex¬ 
pected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  shall  be  the  sum  of: 


(a)  The  expected  contribution  from 
the  student’s  effective  Income  as  deter¬ 
mined  in  S  190.43,  and 

(b)  The  expected  contribution  from 
discretionary  income,  assets,  and  other 
assets  as  determined  in  §  190.47. 

Appendix 

EXPECTED  FAMILY  CONTRIBUTION  FOR  DEPEND¬ 
ENT  STUDENTS,  ACADEMIC  YEAR  1974-7S 

Summary  of  Calculation 

1.  Parents’  adjusted  gross  income 

in  1973 . . . —  _ 

2.  Other  parental  Income  In  1973  + 

3.  Parents'  annual  adjusted  In¬ 

come  In  1973 _  = 

4.  Parents’  Federal  Income  tax 

paid  for  1973 _  — 

5.  Effective  family  Income  in  1973  = 


S.  Family  size  offset _ -t- 

7.  Unusual  expenses -  + 

8.  Emploirment  expense 

offset _ 4- 


9.  Total  offsets  against  income 

(lines  6-I-7  +  8) . . . . 

10.  Discretionary  Income  (line  5 

minus  line  9) _ 

11.  Determine  net  assets  of  par¬ 

ents  _ 

12.  If  line  10  is  a  negative  amount, 

subtract  frc»n  line  11  the 
amount  necessary  to  bring 
discretionary  income  up  to 
zero.  Enter  the  remainder  of 
the  net  assets _ 

13.  If  line  10  is  a  positive  amount. 

enter  that  amount.  If  line  10 
is  a  negative  amount  enter 
zero _ 

14.  Determine  net  other  assets  of 

parents _ 

15.  Multiply  discretionary  Income 

in  line  13  by  iqipllcable  rate 
to  obtain  standard  contribu¬ 
tion  _ 

16.  Subtract  asset  reserve  of  $7500 

from  amount  entered  on  line 
12  to  obtain  available  par¬ 
ental  assets _  • 

17.  Multiply  available  parental  as¬ 

sets  by  0.05 _  X  0. 06 

18.  Parental  contribution  from  as- 

sets  _ 

19.  Subtract  other  asset  reserve  of 

$75(X)  from  amount  entered 
on  line  14  to  obtain  avaUable 
other  assets  of  parents _ 

20.  Multiply  available  other  assets 

of  parents  by  0.06 _  X  0. 06 

21.  Parental  cmitributlmi  from 

other  assets - - 

22.  Add  lines  16  plus  line  18  plus 

21  to  obtain  standard  con¬ 
tribution  from  income,  assets, 
and  other  assets _ 

23.  Multiply  standard  contrlbutlcm 

by  multiple  student  rate  to 
determine  expected  family 
contribution  for  each  family 
member  In  postsecondary 
education _ 

24.  Effective  income  of  student _ 

25.  Determine  net  assets  of  stu¬ 

dent  _ _ 

26.  Multiply  student’s  net  assets 

by  0.33 - -  X  0.83 

27.  Student’s  contribution  from  as- 

sets  _ _  = 


28.  Total  family  contribution 
equals  sum  of  lines  23  plus 
24  plus  27 _ _ _ = 

explanation  or  calculation^ 

1.  Parents’  adjusted  gross  income  in  1973 
{line  1).  All  Income  which  Is  available  to 
the  parents  should  be  considered  In  the 
evaluation  of  parental  ability  to  support  the 
cost  of  postsecondary  education.  The  most 
valid  reference  for  parental  Income  subject 
to  Federal  income  tax  Is  the  adjusted  gross 
Income  item  in  the  family’s  Federal  Income 
tax  return.  This  information  Is  readily  avail¬ 
able  to  most  families,  and  the  Information 
can  be  verified  by  referring  to  the  IRS  forms 
actually  filed  by  the  parents. 

If  it  may  be  assumed  that  family  Income 
will  be  measured  on  an  annual  basis,  which 
year  of  family  Income  shall  be  used?  Parents 
provide  from  their  current  Income  for  the 
education  of  their  children.  However,  If  we 
attempted  to  use  current  year  Information,  a 
parent  would  have  to  estimate  the  amount  of 
Income  which  he  will  receive  during  a  year 
in  which  a  child  is  a  student  since  applica¬ 
tion  for  aid  is  made  before  the  student  en¬ 
rolls  for  a  particular  year  of  study.  A  study  by 
Orwlg  and  Jones  shows  that  Income  received 
during  the  tax  year  prior  to  the  year  In 
which  the  student  is  applying  for  aid  is  the 
best  practical  Indicator  of  the  Income  from 
which  a  student's  actual  expenses  will  be 
paid.*  If  estimates  of  the  Income  received 
during  the  actual  year  of  attendance  are 
provided  by  parents,  middle  Income  families 
systematically  underestimate  their  earn¬ 
ings,  and  lower  Income  families  systemati¬ 
cally  overestimate  their  earnings.  The 
amount  to  be  entered  here,  therefore.  Is 
from  the  previous  year’s  Federal  Income  tax 
form. 

2.  Other  parental  income  in  1973  {line  2). 
Information  on  other  family  Income  mu^ 
also  be  collected  since  this  Income  does 
clearly  contribute  to  family  financial  strength 
and  may  represent  a  considerable  portion  of 
the  parental  income  of  many  Basic  Grant 
recipients.  Elements  of  other  family  Income 
are:  Income  from  tax  exempt  bonds,  that  por¬ 
tion  of  pensions  on  which  no  Federal  Income 
tax  is  required,  welfare  benefits,  social  secu¬ 
rity  benefits  (except  those  Included  In  effec¬ 
tive  Income  of  the  student),  child  support 
payments.  Income  of  families  which  didn’t 
file  income  tax  returns,  that  portion  of 
capital  gains  on  which  no  Federal  Income 
tax  is  required,  etc. 

3.  Parents’  annual  adjusted  income  in 
1973  {line  3).  Parents’  annual  adjusted  In¬ 
come  is  the  sum  of  parents’  adjusted  gross 
Income  (line  1)  plus  other  family  income 
(line  2). 

4.  Parents’  Federal  income  tax  paid  for 
1973  {line  4).  The  legislation  requires  that  a 
deduction  be  made,  from  annual  adjusted 
Income,  for  the  amount  of  Federal  Income 
tax  paid  on  Income  received  during  the  base 
year. 

6.  Effective  family  income  in  1973  {line  5). 
The  result  of  subtracting  Federal  Income  tax 
paid  (line  4)  from  the  annual  adjusted  In¬ 
come  (line  3)  is  effective  family  Incmne  and 
Is  the  base  for  calculating  expected  contribu¬ 
tion  from  parental  Income. 

6.  Family  size  offset  {line  6).  In  addition 
to  taxes,  a  family  has  basic  subslstance  ex¬ 
penses  which  must  be  met  before  any  con¬ 
tribution  from  Income  can  be  expected.  'These 
expenses  will  vary  depending  on  size  of  the 


I  Reference  numbers  are  keyed  to  the  line 
numbers  In  preceedlng  summary. 

*  Orwlg  and  Jones,  “Can  Financial  Need 
Analysis  Be  Simplified?’’  The  American  Col¬ 
lege  ’Testing  Program,  Iowa  City,  Iowa, 
1970— p.  11. 
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family  Involved.  For  purposes  of  the  basic 
grant,  the  "Weighted  Average  Thresholds  At 
the  Low  income  Level,"  developed  by  the 
Social  Security  Administration  and  published 
by  the  Bureau  of  the  Census,  have  been  used 
as  a  reasonable  approximation  of  basic  fam¬ 
ily  expenses.*  These  expenses  are  based  on 
the  food  costs  of  a  family  of  a  given  size,  and 
make  certain  assumptions  about  the  addi¬ 
tional  expenses  of  shelter  and  other  family 
needs. 

The  data  are  revised  annually,  and 
thus  can  be  used  to  update  the  family 
contribution  schedules  from  year  to  year. 
The  figures  supplied  by  the  Bureau  of  the 
Census  have  been  incremented  by  4  per¬ 
cent  to  reflect  estimated  cost  of  living  in¬ 
creases  from  the  fall  of  1971  to  the  pres¬ 
ent,  and  then  rounded  to  facilitate  cal¬ 
culation.  The  resulting  figures  have  been 
called  “Family  Size  Offsets."  Their  deri¬ 
vation  is  illustrated  below: 

DERIVATION  OF  FAMILY  OFFSETS 

Family 


Family  size 

size  offset 

2  Member  Family -  2800 

3  Member  Family -  3360 

4  Member  Family -  4300 

5  Member  Family -  6060 

6  Member  Family -  6700 

7  Member  Family _  6300 

8  Member  Family _  7000 

9  Member  Family _  7700 

10  Member  Family _  8400 

11  Member  Family -  9100 

12  Member  FamUy -  9800 


*Census  Bureau  category  "7  or  more  per¬ 
sons"  are  for  8  member  family.  Values  for 
family  size  7-12  have  been  extrapolated. 

7.  Unusual  expenses  {line  7).  The  Basic 
Grant  program  Is  required  by  law  to  take 
Into  consideration  two  kinds  of  unusual  ex¬ 
penses,  those  arising  from  a  "catastrophe" 
and  "unusual  medical  expenses."  It  Is  pro¬ 
posed  to  use  the  Internal  Revenue  Service 
definitions  of  medical  and  dental  expenses 
and  casualty  loss  In  determining  "unusual 
expenses"  for  the  Basic  Grant  program.  The 
use  of  Internal  Revenue  Service  definitions 
avoids  the  need  for  creating  a  new  definition 
of  expenses  which  would  be  used  only  by  the 
Basic  Grants  program.  However,  some  distinc¬ 
tion  must  be  made  between  expenses  which 
may  be  Itemized  for  Income  tax  purposes,  and 
those  Itemized  expenses  which  are  “unusual" 
as  used  for  the  Basic  Grant  legislation. 

For  purposes  of  the  Basic  Grant  program, 
those  Items  which  may  be  included  as  un¬ 
usual  expenses  su-e: 

1.  Those  medical  and  dental  expenses  (not 
compensated  by  insurance  or  otherwise) 
which  may  be  listed  as  "medicine  and  drugs" 
on  line  2  of  Schedule  A,  Form  1040  of  the 
Internal  Revenue  Service  and  those  expenses 
which  may  be  listed  as  "Other  Medical  and 
Dental  Expenses"  on  line  6  of  Schedule  A, 
Form  1040.  The  gross  amount  of  all  such 
medical,  dental  and  drug  expenses  Is  to  be 
used  In  the  Basic  Grant  calculation. 

2.  Those  casualty  or  theft  loss(es)  permit¬ 
ted  by  the  Internal  Revenue  Service  (Form 
1040,  Schedule  A,  line  30) . 

The  amount  of  unusual  expenses  which 
may  be  deducted  from  effective  family  in- 


*From  “Weighted  Average  Thresholds  At 
the  Low  Income  Level"  In  1971  by  size  of 
family  and  sex  of  head,  by  farm-nonfarm 
residence:  current  population  reports,  con¬ 
sumer  income,  characteristics  of  the  low-in¬ 
come  population;  1971  series  p.  60,  No.  82, 
July  1972. 


come  (line  6  of  this  Illustration)  is  that 
amount  of  unusual  expenses  (as  defined 
above)  In  excess  of  20  percent  of  effective 
family  Income.  This  exclusion  is  designed  to 
confine  claims  for  such  expenses  to  those 
which  are  genuinely  unusual. 

8.  Employment  expense  offset  {line  8).  In 
constructing  budgets  which  recognize  ex¬ 
penses  for  families,  due  provision  must  be 
made  for  the  expenses  of  the  breadwinner 
which  occur  as  a  result  of  employment  It¬ 
self.  Some  expenses  for  clothing,  transporta¬ 
tion,  and  other  items  are  attributable  to  oc¬ 
cupational  needs.  When  both  parents  work, 
additional  employment  expenses  are  incurred. 
Also,  If  a  household  Is  headed  by  a  single 
parent,  the  costs  associated  with  that  em¬ 
ployment  are  greater  than  for  a  comparable 
worker  who  has  the  economic  advantage  of 
a  nonemployed  spouse.  Therefore  In  the  de¬ 
termination  of  family  contribution  an  “Em¬ 
ployment  Expense  Offset"  has  been  con¬ 
structed  to  treat  more  equitably  the  Income 
of  the  two  parent  family  where  both  parents 
work,  or  the  single  parent  household.  It  is 
recognized  that  both  of  these  types  of  fami¬ 
lies  will  occur  frequently  In  the  lower  In¬ 
come  families  where  Basic  Grant  eligibility 
is  greatest.  The  offset  provides  that  60  per¬ 
cent  of  the  earnings  of  that  parent  with  the 
lesser  earnings,  or  60  percent  of  the  earnings 
of  the  single  parent,  will  be  protected  from 
any  contribution  toward  education.  The  max¬ 
imum  offset  Is  $1,600  and  would  thus  assure 
that  up  to  $30  a  week  would  be  available  for 
the  additional  expenses  which  these  parents 
face. 

9.  Total  offsets  against  income  {line  9). 
The  sum  of  line  6  (family  size  offset)  plus 
line  7  (unusual  expenses)  plus  line  8  (em¬ 
ployment  expense  offset)  Is  the  total  amount 
which  can  be  deducted  from  effective  family 
Income  (line  6)  In  order  to  determine  dis¬ 
cretionary  parental  income. 

10.  Discretionary  income  {line  10) .  The  In¬ 
come  which  remains  after  allowance  has 
been  made  for  family  living  expenses.  Federal 
Income  taxes,  unusual  expenses  and  the  em¬ 
ployment  expense  offset  may  be  identified  as 
discretionary  income.  This  income  Is  avail¬ 
able  for  the  purchases  of  goods  and  services 
which  enhance  the  standard  of  living  of  the 
family  including  the  cost  of  postsecondary 
education. 

11.  Net  assets  of  parents  {line  It). — For 
purposes  of  Basic  Grants,  the  following  types 
of  assets  will  be  considered:  Equity  In  farm, 
business,  home,  other  real  estate,  stocks, 
bonds,  other  Investments,  savings  accounts. 


*Ad]uste(l  gross  income  plus  nontaxable  income. 

16.  Available  parental  assets  {line  16). — In 
order  to  determine  the  amount  of  parental 
assets  which  can  be  assessed  for  contribu¬ 
tion  for  educational  purposes,  an  asset  re¬ 
serve  of  $7,600  Is  subtracted  from  the  net 


etc.  Since  equity  is  being  measured,  debts 
against  the  stated  assets  will  be  deducted  in 
evaluating  the  net  worth  of  these  assets. 

12.  Asset  adjustment  in  cases  of  negative 
discretionary  income  {line  12). — In  measur¬ 
ing  family  financial  strength  both  income 
and  assets  must  be  considered.  Very  low 
income  families  may  have  a  strong  enough 
asset  position  such  that  a  contribution  from 
those  assets  can  be  expected.  At  the  same 
time,  the  calculation  of  discretionary  Income 
for  those  families  may  yield  a  negative 
amoimt  due  to  the  low  level  of  Income. 
Therefore,  In  order  to  arrive  at  a  family 
contribution  which  more  equitably  treats 
both  the  Income  and  the  assets  of  these 
families,  an  amount  suflBcient  to  offset  the 
negative  discretionary  income  Is  subtracted 
from  the  net  assets.  The  resulting  amount 
of  adjusted  net  assets  becomes  the  base  from 
which  the  contribution  from  assets  is 
expected. 

13.  Discretionary  income  {line  13). — In 
cases  where  the  discretionary  Income  on  line 
10  is  a  negative  amount  a  zero  Is  entered 
here.  Where  line  10  is  a  positive  amount, 
that  positive  amount  Is  repeated  here. 

14.  Net  other  assets  of  parents  {line  14). — 
For  purposes  of  basic  grants  the  following 
types  of  other  assets  will  be  considered : 
automobiles,  boats,  art  objects,  electronic 
sound  and  visual  equipment.  Jewelry,  an¬ 
tiques,  cameras,  etc.,  each  of  which  has  a 
value  of  $500  or  more.  Since  equity  Is  being 
measured,  debts  against  the  stated  assets  will 
be  deducted  In  evaluating  the  net  worth  of 
these  assets. 

15.  Standard  income  contribution  rate 
{line  15). — A  contribution  of  20  percent  is 
expected  from  the  first  $5,000  of  discretionary 
income.  When  discretionary  income  exceeds 
$5,000,  the  expected  Income  contribution  is 
$1,000  plus  30  percent  of  the  amount  In  ex¬ 
cess  of  $5,000.  The  contribution  rates  will 
generally  be  at  the  20  percent  level  for  most 
of  the  income  range  where  basic  grant 
eligibility  will  occur. 

These  contribution  rates  appear  reasonable 
in  terms  of  the  several  demands  made  on 
family  income  especially  In  light  of  the  fact 
that  the  cost  of  supporting  the  student  for 
the  academic  year  Is  included  In  the  cost  of 
education  and  does  not  have  to  be  met  from 
the  general  budget  resources. 

The  Illustrative  chart  below  shows  the  ex¬ 
pected  family  contribution  from  annual  ad¬ 
justed  family  Income  which  does  not  refiect 
adjustments  for  Federal  Income  taxes  paid, 
unusual  expenses,  or  employment  expense 
offset. 


assets  of  parents.  Since  families  accumulate 
assets  for  several  purposes  including  retire¬ 
ment,  future  consumption,  the  postsecondary 
education  of  their  children  and  the  provision 
of  an  economic  buffer  In  the  event  of  catas- 


CONTRIBUTION  FROM  ANNUAL  ADJUSTED  FAMILY  INCOME  FOR  DEPENDENT  STUDENTS 


Annual  adju.stfd* 
family  income 

Family  Size 

2 

3 

4 

6 

6 

7 

8 

9 

10 

$3,000 . 

$34 

0 

0 

0 

0 

0 

0 

0 

0 

4,000 . 

216 

$117 

0 

0 

0 

0 

0 

0 

0 

6,000 . 

376 

289 

$120 

0 

0 

0 

0 

0 

0 

6,000 . 

543 

468 

291 

$163 

$64 

0 

0 

0 

0 

7,000 . 

708 

626 

460 

334 

236 

$127 

0 

0 

0 

8,000 . 

870 

789 

626 

602 

406 

299 

$180 

$60 

0 

9,000 . 

1,022 

963 

791 

669 

676 

469 

363 

235 

$116 

10,000 . 

1,303 

1,181 

969 

838 

746 

642 

626 

410 

292 

11,000 . 

1,666 

1,432 

1,190 

1,008 

914 

812 

698 

583 

467 

12,000 . 

1,800 

1,684 

1,442 

1,269 

1,122 

980 

868 

755 

640 

13,000 . 

2,049 

1,928 

1,693 

1,611 

1,374 

1,221 

1,064 

925 

811 

14,000 . 

2,281 

2,166 

1,930 

1,766 

1,620 

1,467 

1,300 

1,133 

977 

16,000 . 

2,616 

2,400 

2,164 

1,989 

1,868 

1, 710 

1,643 

1,376 

1,209 

16,000 . 

2,746 

2,634 

2,398 

2,223 

2,092 

1,947 

1,786 

1,619 

1,462 

17,000 . 

2,970 

2,861 

2;  632 

2,467 

2,3‘26 

2,181 

2.020 

1,860 

1,696 

18,000 . 

3,169 

3,086 

2;  867 

2,688 

2,860 

2,416 

21264 

2,094 

1,933 

19,000 . 

3,420 

3,311 

3,082 

2,913 

2,790 

2,649 

2,488 

2,328 

2,167 

20,000 . 

3,640 

3,636 

3,307 

3,138 

3,016 

2,876 

2,722 

2,662 

2,401 
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trophe,  some  portion  of  assets  should  be  re- 
ser\’ed  from  any  contrlbuticm  toward  post¬ 
secondary  education,  and  mnaining  assets  be 
assessed  at  some  rate  less  than  100  percent. 
After  a  review  of  the  available  data.  It  was 
decided  that  $7,500  was  an  adequate  asset  re¬ 
serve  since  it  appears  that  average  home 
equity  for  the  families  of  the  majority  of 
basic  grant  recipients  may  be  In  iq>proxi- 
mately  this  amount,  if  data  from  the  Depart¬ 
ment  of  the  Census  are  read  in  conjunction 
with  the  Survey  of  Economic  Opportunity.  In 
addition,  the  $7,500  amount  would  allow  for 
emergencies  and  retirement  needs. 

17.  Asset  assessment  rate  (line  17). — Once 
the  available  parental  assets  have  been  deter¬ 
mined,  a  contribution  rate  of  5  percent  will 
be  assessed  on  the  parents’  net  worth  in  ex¬ 
cess  of  $7,500.  Because  the  value  of  assets 
grows,  this  rate  of  asset  assessment  will  gen¬ 
erally  leave  the  family’s  asset  position  largely 
unimpaired. 

18.  Parental  contribution  from  assets  (line 

18) . — The  result  of  multiplying  the  available 
parental  assets  (line  16)  by  the  assets  assess¬ 
ment  rate  (line  17)  is  the  expected  parental 
contribution  from  assets. 

19.  Available  other  parental  assets  (line 

19) . — In  order  to  determine  the  amount  of 
other  parental  assets  which  can  be  assessed 
for  contribution  for  educational  purpoes,  an 
other  asset  reserve  of  $7,500  is  subtracted 
from  the  net  other  assets  of  parents  (line  14). 

20.  Other  asset  assessment  rate  (line  20) . — 
Once  the  available  other  parental  assets  have 
been  determined,  a  contribution  rate  of  5 
percent  will  be  assessed  on  the  parents’  net 
worth  in  excess  of  $7,500. 

21.  Parental  contribution  from  other  as¬ 
sets  (line  21 ) . — The  result  of  multiplying  the 
available  other  parental  assets  (line  19)  by 
the  other  assets  assessment  rate  (line  20)  Is 
the  expected  parental  contribution  from 
other  assets. 

22.  Standard  parental  contribution  from 
income,  assets,  and  other  assets  (line  22). — 
The  standard  parental  contribution  (con¬ 
tribution  before  multiple  student  adjust¬ 
ment)  from  income,  assets,  and  other  assets 
is  determined  by  adding  the  contribution 
from  Income  (line  15),  the  contribution  from 
assets  (line  18),  and  the  contribution  from 
other  assets  (line  21). 

23.  Multiple  student  adjustment  (line 
23). — Adding  the  Parental  Income  Contribu¬ 
tion  to  the  parental  asset  contribution  and 
the  other  parental  asset  contribution  re¬ 
sults  in  the  expected  contribution  from  par¬ 
ents  with  one  family  member  in  postsec¬ 
ondary  education.  Some  adjustment  must 
then  be  made  for  those  families  in  which 
more  than  one  family  member  will  be  en¬ 
rolled  in  postsecondary  education  for  the 
academic  year  1974-75. 

Since  each  student  has  an  allowance  for 
costs  of  attendance,  the  family’s  discretion¬ 
ary  income  is  effectively  increased  when 
there  is  more  than  one  family  member  In 
postsecondary  education.  In  order  to  deter¬ 
mine  the  appropriate  percentages,  the  con¬ 
tributions  expected  from  different  family 
sizes  were  compared.  These  Investigations 
indicated  that  140  percent  of  the  contribu¬ 
tion  for  one  child  would  be  a  reasonable 
assessment  against  the  family  with  two  stu¬ 
dents.  ’Thus,  each  student  would  receive  70 
percent  of  the  contribution  which  the  fam¬ 
ily  would  make  if  there  were  only  one  stu¬ 
dent  in  the  family.  Similarly,  150  percent  of 
the  single  student  contribution  seemed  ade¬ 
quate  for  the  family  with  three  children  in 
postsecondary  education;  each  student 
could  expect  50  percent  of  the  single  stu¬ 
dent  contribution.  For  families  with  four  or 
more  students,  each  family  will  be  assessed 
40  percent  of  the  single  student  contribu¬ 
tion  for  each  child  In  postsecondary  educa¬ 
tion. 


’The  following  table  summarises  the  treat¬ 
ment  of  families  with  different  numbers  of 
family  members  in  postsecondary  education: 

Contribution  per  Family  contribu- 
Number  of  student  as  a  per-  tiou  for  all  students 
students  cent  of  standard  as  a  percent  of 

contribution  standard  contribu¬ 
tion 

PiTCtnt  Percent 

1 .  100  100 

2  .  70  140 

3  .  .V)  160 

4  or  more . .  40  160-f- 


24.  Effective  income  of  the  student  (line 
24). — For  purpose  of  the  Basic  Grants  pro¬ 
gram  effective  Income  of  the  student  is:  That 
amount  of  social  security  benefits  paid  to  or 
on  behalf  of  a  student  because  he  is  a  stu¬ 
dent;  and  one-half  of  that  amount  of  vet¬ 
eran’s  readjustment  benefits  and/or  war 
orphan’s  benefits  (exclusive  of  dependency 
allowances)  paid  to  or  on  behalf  of  a  student 
because  he  is  a  student.  In  both  cases  the 
amount  is  the  total  to  be  received  during  the 
academic  year  for  which  Basic  Grant  assist¬ 
ance  is  requested.  Veteran’s  dependency  al¬ 
lowance  are  clearly  not  for  the  support  of  the 
Veteran  himself.  Therefore  they  are  Included 
with  and  given  the  same  treatment  as  "other 
family  income". 

25.  Net  assets  of  the  student  (line  2S). — 
’The  applicant’s  net  assets  would  be  defined 
in  the  same  fashion  as  the  assets  of  the  par¬ 
ents.  Debts  against  these  assets  would  be 
deducted.  ’Trust  funds  in  the  student’s  name 
would  be  included. 

26.  Student  asset  assessment  rate  (line 
26) . — In  determining  a  fair  treatment  of  stu¬ 
dent  assets  the  themry  of  the  major  need 
analysis  systems  has  been  followed;  i.e.,  that 
because  the  student  himself  is  the  direct 
beneficiary  of  postsecondary  education,  be 
should  be  expected  to  Invest  a  greater  por¬ 
tion  of  his  resources  in  meeting  his  educa¬ 
tional  costs  than  should  be  expected  from 
his  parents. 

Usual  financial  aid  procedures  divide  a  stu¬ 
dent’s  assets  by  the  number  of  years  remain¬ 
ing  for  a  4-year  program  of  postsecondary 
education.  ’The  result  of  this  division  is  con¬ 
sidered  to  be  the  student’s  asset  contribution. 

For  the  Basic  Grants  program,  a  different 
treatment  of  student  assets  is  employed.  One- 
third  of  the  student’s  assets  (recalculated 
each  year)  would  be  expected.  This  method  is 
simple,  provides  a  modest  reserve  for  the 
student,  and  avoids  the  assumption  that  all 
students  are  enrolled  in  a  traditional  4-year 
program. 

27.  Student’s  contribution  from  assets 
(line  27). — ’The  result  of  multiplying  the 
student’s  net  assets  (line  25)  by  the  student 
asset  assessment  rate  (line  26)  is  that 
amount  expected  from  student  assets  for 
educational  purposes. 

28.  Total  family  contribution  (line  28). — 
’The  total  expected  family  contribution  for 
a  dependent  student  is  determined  by  adding 
line  23  plus  line  24  plus  line  27. 

EXPECTED  FAMn.T  CONTHIBUTION  FOR  INDEPENB- 
ENT  STUDENTS,  ACADEMIC  TEAR  1 974-7  S 

Summary  of  Calculations 

1.  Effective  Income  of  student _ 

2.  Adjusted  gross  Income  of  iqi- 

plicant  (and  spouse) _ 

3.  Other  family  income _ + 

4.  Annual  adjusted  family  income 

of  applicant  (and  spouse) 

(line  2-t-llne  3) . = 

5.  Federal  Income  tax  paid _ 

6.  Effective  family  income _ = 

7.  Family  size  offset _ ■+■ 

8.  Unusual  expenses _ + 


9.  Employment  expense 
offset  _ 

10.  Total  c^sets  against 

incenne  (lines  7-f-8 
+  9)  .  =  - 

11.  Discretionary  income  (line  6  ‘ 

minus  line  10)  _ _ _  m 

12.  Determine  net  assets  of  appli-  " 

cant  (and  spouse) _ _ 

13.  If  line  11  is  a  negative  amount, 

subtract  from  line  12  the 
amount  necessary  to  bring 
discretionary  Income  to  zero. 

Enter  the  amount  of  the  re¬ 
mainder  of  net  assets _ 

14.  If  line  11  is  a  positive  amoimt,  " 

enter  that  amount.  If  line  11 
is  a  negative  amount,  enter 

zero _ _ 

16.  Determine  net  other  assets  of  " 

applicant  (and  spouse) _ _ 

16.  Multiply  discretionary  income 

on  line  14  by  applicable  rate 
to  obtain  standaixl  contribu¬ 
tion  _ 

17.  Multiply  amount  of  assets  of 

applicant  (and  spouse)  en¬ 
tered  on  line  13  by  0.33 _  X  0. 33 

18.  Contribution  from  assets _ _ 

19.  Subtract  other  asset  reserve  of 

$7500  from  amount  entered 
on  line  15  to  obtain  available 
other  assets  of  applicant  (and 
spouse)  _ 

20.  Multiply  available  other  assets 

by  0.33 .  X  0.33 

21.  Contribution  from  other  as- 

sets  _ 

22.  Add  lines  16  plus  18  plus  21  to  ' 

obtain  standard  contribu¬ 
tion  from  income,  assets,  and 
other  assets _ 

23.  Multiply  standard  contribution 

by  multiple  student  rate  to 
determine  expected  family 
contribution  for  each  family 
member  in  postsecondary 
education _ 

24.  Total  family  contribution 

equals  sum  of  lines  1  plus 
23 . . . 


EXPECTED  FAMILY  CONTRIBUTION  FOR  INDEPEND¬ 
ENT  STUDENTS  ACADEMIC  YEAR  1974-75 

Explanation  of  calculations.^  For  the  pur¬ 
poses  of  the  Basic  Grants  program,  mdepend- 
ent  (self-suppm-ting)  student  status  may 
be  claimed  if  the  applicant: 

(1)  Has  not  been  and  will  not  be  claimed 
as  an  exemption  for  Federal  Income  tax  pur¬ 
poses  by  any  person  except  his  or  her  spouse 
for  the  calendar  year(B)  in  which  aid  is 
received  and  the  calendar  year  prior  to  the 
academic  year  for  which  aid  is  requested, 
and 

(2)  Has  not  received  and  will  not  receive 
financial  assistance  of  more  than  $600  (in 
cash  or  kind)  from  his  or  her  parent(s)  in 
the  calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the  academic 
year  for  which  aid  is  requested,  and 

(3)  Has  not  lived  or  will  not  live  for  more 
than  two  consecutive  weeks  in  the  home  of  a 
prent  during  the  calendar  year(s)  in  which 
aid  is  received  and  the  calendar  year  prior  to 
the  academic  year  for  which  aid  is  requested. 

Once  a  student  has  been  determined  to 
meet  these  criteria  and  is  defined  as  an  in¬ 
dependent  student,  his  expected  family  con¬ 
tribution  is  calculated  acixadlng  to  the 
process  outimed  below. 


•Reference  numbers  are  kneyed  to  line 
items  of  preceding  summary. 
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1.  Effective  income  of  student  (line  1). 
For  purposes  of  the  Basic  Orants  program. 
Effective  Income  of  the  student  Is:  That 
amount  of  social  security  benefits  paid  to  or 
on  behalf  of  the  student  because  he  Is  a 
student;  and,  one-half  of  the  amount  of 
veteran’s  readjustment  benefits  and/or  war 
orphan’s  benefits  (exclusive  of  dependency 
allowances)  paid  to  or  on  behalf  of  a  student 
because  he  Is  a  student.  In  both  cases,  the 
amount  Is  the  total  to  be  received  during  the 
academic  year  for  which  Basic  Orant  as¬ 
sistance  Is  requested.  Dependency  allow¬ 
ances  are  clearly  not  for  the  support  of  the 
Veteran  himself.  Therefore  they  are  Included 
with,  and  given  the  same  treatment  as. 
"other  family  Income”. 

2.  Adjusted  gross  income  of  applicant  (and 
spouse)  (line  2).  All  Income  which  Is  avail¬ 
able  to  the  applicant  (and  spouse)  should 
be  considered  In  the  evaluation  of  ability  to 
support  the  cost  of  postsecondary  education. 
’The  most  valid  reference  for  taxable  Income 
Is  the  adjusted  gross  income  Item  In  the 
Federal  Income  tax  return.  This  information 
Is  readily  available  and  can  be  verified  by 
referring  to  the  IRS  forms  actually  filed. 

The  decision  as  to  which  year’s  Income  Is 
to  be  considered  Is  a  difficult  one  for  inde¬ 
pendent  students.  Traditionally,  a  student’s 
Income  may  vary  considerably  from  year  to 
year.  While  It  may  be  preferable  to  ask  the 
student  to  estimate  his  earnings  for  the  cur¬ 
rent  year,  obtaining  realistic  projections  of 
earnings  would  not  be  possible  without  es¬ 
tablishing  counseling  centers  where  students 
could  be  assisted  in  preparing  this 
Information. 

Because  this  is  not  feasible  at  this  time, 
It  has  been  determined  that  the  adjusted 
gross  Income  to  be  considered  Is  that  amount 
entered  on  the  previous  year’s  Federal  In¬ 
come  tax  form. 

’This  also  has  the  advantage  of  being  con¬ 
sistent  with  the  data  collected  for  dependent 
students  and  assures  that  the  family  con¬ 
tribution  of  all  students  is  determined  from 
the  same  base. 

3.  Other  income  of  the  independent  stu¬ 
dent  (line  3).  Information  on  other  income 
of  the  Independent  student  must  also  be 
collected  since  this  Income  does  clearly  con¬ 
tribute  to  financial  strength  and  may  repre¬ 
sent  a  considerable  portion  of  the  income 
of  many  Basic  Grant  recipients.  Elements  of 
other  Income  are:  Income  from  tax  exempt 
bonds,  that  portion  of  pensions  on  which  no 
Federal  Income  tax  Is  required,  that  portion 
of  capital  gains  on  which  no  Federal  Income 
tax  is  required,  welfare  benefits,  social  secu¬ 
rity  retirement,  child  support  payments,  vet¬ 
eran’s  disability,  income  of  persons  who  did 
not  file  income  tax  returns,  etc. 

4.  Annual  adjusted  family  income  of  ap¬ 
plicant  (and  spouse)  (line  4). — Annual  ad¬ 
justed  family  income  Is  the  sum  of  adjusted 
gross  income  (line  2),  and  other  family  in¬ 
come  (line  3). 

5.  Federal  income  tax  paid  by  applicant 
(and  spouse)  (line  5).  The  legislation  re¬ 
quires  that  a  deduction  be  made,  from  an¬ 
nual  adjusted  Income,  for  the  amount  of 
Federal  Income  tax  paid  on  income  received 
during  the  base  year. 

6.  Effective  family  income  (line  6) .  The  re¬ 
sult  of  subtracting  Federal  income  tax  paid 
(line  5)  from  the  annual  adjusted  family  In¬ 
come  (line  4)  Is  effective  family  Income. 

7.  Family  size  offset  (line  7).  In  addition 
to  taxes,  there  are  basic  subsistence  expenses 
which  must  be  met  before  any  contribution 
from  income  can  be  expected.  These  expenses 
will  vary  depending  on  the  size  of  the  family 
Involved.  For  the  single  independent  student, 
this  offset  is  4700  which  covers  the  student’s 
summer  living  expenses.  Using  the  same  base 
for  deriving  family  size  offsets  as  Is  used  for 


multiple  member  families  (weighted  average 
thresholds  at  the  low-income  level)  and  ad¬ 
justing  for  an  estimated  4  percent  inflation, 
the  family  size  offset  for  a  single  member 
family  Is  $2,114  per  year.  Generally,  a  student 
Is  In  school  for  approximately  66  percent  of 
the  year  (two  16- week  semesters  plus  a  2- 
week  break  between  semesters).  Since  bis 
expenses  during  this  34-week  academic  year 
are  covered  in  his  cost  of  attendance,  the 
$700  offset  provides  for  bis  expenses  during 
that  period  of  time  when  he  is  not  in  school. 

For  married  Independent  students  and 
those  with  additional  dependents,  the  family 
size  offset  is  the  same  as  that  for  the  parent’s 
of  dependent  students: 


Family  size  Family  size  offset 

2 . . .  $2,  800 

3 . -  3.  350 

4_ _ 4,300 

5  .  6, 060 

6  _ _ _ _  6,  700 

7— . 6,300 

8  _  7,  000 

9  . .  7,  700 

10. . .  8.  400 


8.  Unusual  expenses  (line  8). — ^Tbe  Basic 
Grants  program  is  required  by  law  to  take 
Into  consideration  at  least  two  kinds  of  un¬ 
usual  expenses,  those  arising  from  a  "catas¬ 
trophe"  and  "unusual  medical  expenses.** 
It  Is  proposed  to  use  the  Internal  Revenue 
Service  definitions  for  medical  and  dental 
expenses  and  casualty  108s(es)  to  constitute 
"unusual  expenses"  for  the  Basic  Grants  pro¬ 
gram.  The  use  of  Internal  Revenue  Service 
definitions  avoids  the  need  for  creating  a 
new  definition  of  expenses  which  would  be 
used  only  by  the  Basic  Grants  program.  How¬ 
ever,  some  distinction  must  be  made  between 
expenses  which  may  be  Itemized  for  Income 
tax  purposes,  and  those  Itemized  expenses 
which  are  "unusual"  for  Basic  Grants. 

For  pxirposes  of  the  Basic  Grants  program 
those  Items  which  may  be  included  as  tm- 
usual  expenses  are: 

1.  Those  medical  and  dental  expenses  In¬ 
curred  during  the  base  year  (not  compen¬ 
sated  by  Insurance  or  otherwise)  which  may 
be  listed  as  “medicine  and  drugs”  on  line  2 
of  Schedule  A,  Form  1040  of  the  Internal 
Revenue  Service  and  those  expenses  which 
may  be  listed  as  "Other  Medical  and  Dental 
Expenses"  on  line  6  of  Schedule  A,  Form 
1040.  ’The  gross  amount  of  all  medical,  dental 
and  drug  expenses  may  be  listed. 

2.  In  addition,  those  casualty  or  theft 
loss(es)  incurred  during  the  base  year  per¬ 
mitted  by  the  Internal  Revenue  Service 
(Form  1040,  Schedule  A,  line  30) . 

The  amount  of  unusual  expenses  which 
may  be  deducted  Is  that  amount  of  unxisual 
expenses  (as  defined  above)  in  excess  of  20 
percent  of  the  effective  family  Income.  This 
exclusion  Is  designed  to  confine  claims  for 
such  expenses  to  those  which  are  genuinely 
unusual. 

9.  Employment  expense  offset  (line  9).  In 
constructing  budgets  which  recognize  mini¬ 
mum  expenses  for  families,  provision  must  be 
made  for  the  expenses  of  the  breadwinner 
which  occur  as  a  result  of  employment  Itself. 
Some  expenses  for  clothing,  transportation, 
food,  and  other  items  are  attributable  to 
occupational  needs.  When  two  persons  work, 
additional  employment  expenses  are  incurred 
Also,  if  a  household  Is  headed  by  a  single  per¬ 
son,  the  costs  associated  with  that  employ¬ 
ment  are  greater  than  for  a  comparable 
worker  who  has  the  economic  advantage  of  a 
nonemployed  spouse.  Therefore,  In  the  de¬ 
termination  of  family  contribution  an  "Em¬ 
ployment  Expense  Offset”  has  been  con¬ 
structed  to  treat  more  equitably  the  Income 
of  the  two-person  family  where  both  persons 
work  during  the  base  year,  or  the  single  per¬ 


son  who  heads  a  household  during  the  base 
year.  It  is  recognized  that  both  of  these  types 
of  families  will  occur  frequently  In  the  lower 
income  families  where  Basic  Grants  eligibility 
Is  greatest.  The  offset  provides  that  50  percent 
of  the  earnings  of  that  person  with  the  lesser 
earnings,  or  50  percent  of  the  earnings  of  the 
single  head  of  household,  will  be  protected 
from  any  contribution  toward  education.  The 
maximum  offset  would  be  $1,600  and  would 
thus  assure  that  up  to  $30  a  week  would  be 
available  for  the  additional  expenses  which 
these  persons  face. 

10.  Total  offsets  from  income  (line  10) .  ’The 
sum  of  line  7  (family  size  offset)  plus  line  8 
(unusual  expenses)  plus  line  9  (employment 
expense  offset)  Is  the  total  amount  which  can 
be  deducted  from  effective  family  Income 
(line  6)  In  order  to  determine  discretionary 
income. 

11.  Discretionary  income  (line  11).  ’The 
Income  which  remains  after  ^Justment  has 
been  made  for  family  living  expenses.  Fed¬ 
eral  Income  taxes,  unusual  expenses  and  the 
emplojrment  expense  offset  nmy  be  Identified 
as  discretionary  Income.  ’This  Income  is 
available  for  the  purchase  of  goods  and 
services  which  enhance  the  standard  of  liv¬ 
ing  of  the  family,  including  poetsecondary 
education. 

12.  Net  assets  of  applicant  (and  spouse) 
(line  12).  For  purposes  of  Basic  Grants,  the 
following  types  of  assets  will  be  considered: 
Equity  In  farm,  business,  home,  other  real 
estate,  stocks,  bonds,  other  investments,  sav¬ 
ings  accounts,  etc.  Since  equity  Is  being 
measured,  debts  against  the  stated  assets 
will  be  deducted  In  evaluating  the  net  worth 
of  these  assets. 

13.  Asset  adjustment  in  cases  of  negative 
discretionary  income  (line  13). — ^In  meas¬ 
uring  family  financial  strength  both  Income 
and  assets  must  be  considered.  Very  low  In¬ 
come  families  may  have  a  strong  enough 
asset  position  such  that  a  contribution  from 
those  assets  can  be  expected.  At  the  same 
time,  the  calculation  of  discretionary  Income 
for  those  families  may  yield  a  negative 
amount  due  to  the  low  level  of  Income. 
'Therefore,  In  order  to  arrive  at  a  family 
contribution  which  more  equitably  treats 
both  the  Income  and  the  assets  of  these 
families,  an  amount  sufficient  to  offset  the 
negative  discretionary  Income  Is  subtracted 
from  the  net  assets.  ’The  resultant  amount 
of  adjusted  net  assets  becomes  the  base 
from  which  the  contribution  from  assets  is 
expected. 

14.  Discretionary  income  (line  14). — In 
cases  where  the  discretionary  Income  on  line 
11  is  a  negative  amount  a  zero  Is  entered 
here.  Where  line  11  Is  a  positive  amount, 
that  positive  amount  Is  repeated  here. 

15.  Net  other  assets  of  applicant  (and 
spouse)  (line  IS). — ^For  purposes  of  Basic 
Grants,  the  following  types  of  other  assets 
will  be  considered:  automobiles,  boats,  art, 
objects,  electronic  sound  and  visual  equip¬ 
ment,  Jewelry,  antiques,  cameras,  etc.,  each 
of  which  has  a  value  of  $500  or  more.  Since 
equity  Is  being  measured,  debts  against  the 
stated  assets  will  be  deducted  in  evaluating 
the  net  worth  of  these  assets. 

16.  Standard  income  contribution  rate 
(line  16). — Because  of  the  direct  benefits  of 
postsecondary  education  received  by  the  In¬ 
dependent  student,  the  expected  contribu¬ 
tion  rate  for  such  students  from  income  has 
traditionally  been  much  greater  than  the 
rate  applied  to  the  discretionary  income  of 
the  parents  of  dependent  students.  In  fact, 
the  independent  student  has  usually  been 
expected  to  use  all  of  bis  discretionary  in¬ 
come  for  educational  purposes. 

In  developing  a  system  for  the  Basic 
Grants  program,  it  was  felt  that  a  100  per¬ 
cent  contribution  rate  was  excessive,  espe- 


FEOERAL  REGISTER,  VOL.  38,  NO.  184 — MONDAY,  SEPTEMBER  24,  1973 


26668 


PROPOSED  RULES 


cUlly  for  independent  students  with  family 
responsibilities. 

Tbe  following  income  contribution  sched¬ 
ule  was  developed  to  accommodate  these 
responsibilities : 

(a)  75  percent  of  discretionary  incmne  tor 
the  single  independent  student  with  no 
dependents. 

(b)  50  percent  of  discretionary  income  for 
the  married  independent  student  with  no 
dependents  other  than  spouse. 

(c)  40  percent  of  discretionary  income  for 
Independent  students  who  have  dependents 
other  than  spouse. 

The  amount  of  expected  contribution  from 
annual  adjusted  family  Income  is  shown  in 
the  illustrative  charts  at  the  end  of  this 
paper.  Annual  adjusted  family  Income  does 
not  reflect  the  adjustments  for  Federal  in¬ 
come  taxes  paid,  unusual  expenses,  or  em¬ 
ployment  expense  offset. 

17.  Asset  contribution  rate  {line  17). — In 
determining  a  fair  treatment  of  student 
assets,  it  has  been  assumed  that  since  a  stu¬ 
dent  is  the  direct  beneflclary  of  postsecond¬ 
ary  education,  he  should  be  expected  to  in¬ 
vest  a  greater  portion  of  his  resources  in 
meeting  his  educational  costs  than  would 
be  expected  from  his  parents. 

Existing  financial  aid  procedures  divide  a 
student’s  assets  by  the  number  of  years  re¬ 
maining  in  a  4-year  program  of  postsecond¬ 
ary  education.  The  result  of  this  division  is 
consld«ed  to  be  tbe  student  asset  contribu¬ 
tion. 

For  the  Basic  Grants  program,  a  different 
treatment  of  student  assets  Is  employed. 
One- third  of  tbe  student’s  assets  (recalcu¬ 
lated  each  year)  would  be  expected.  This 
method  is  simple,  provides  a  modest  reserve 
for  tbe  student,  and  avoids  the  assumption 
that  a  student  Is  enrolled  In  a  taadltlonal 
4-year  program. 

18.  Contribution  from  assets  {line  18).— 
The  result  of  multiplying  the  student’s  net 
assets  (line  13)  by  the  student  asset  assess¬ 
ment  rate  (line  17)  is  that  sunount  expected 
frmn  student  assets  tor  educational  purposes. 

19.  Available  other  assets  of  applicant  (and 
spouse)  (line  19). — ^In  order  to  determine 
tbe  amount  of  other  assets  which  can  be 
assessed  for  contribution  for  educational  pur¬ 
poses,  an  other  asset  reserve  of  $7600  is  sub¬ 
tracted  from  the  net  other  assets  (line  15). 

30.  Other  asset  contribution  rate  (line 

20) . — A  contribution  rate  of  33  percent  (re¬ 
calculated  each  year)  is  expected  from  other 
assets. 

21.  Contribution  from  other  assets  {line 

21 )  . — The  result  of  multiplying  tbe  student’s 
net  other  assets  (line  16)  by  tbe  student’s 
other  asset  assessment  rate  (line  30)  Is  that 
amount  expected  from  students’  other  assets 
for  educational  piuposes. 

22.  Standard  contribution  from  income, 
assets,  and  other  assets  {line  22). — ’The 
standard  contribution  (cmitrlbution  before 
multiple  student  adjustment)  from  income, 
assets,  and  other  assets  Is  determined  by  add¬ 
ing  tbe  contribution  from  Income  (line  16)^ 
the  contribution  from  assets  (line  18)  and 
tbe  contribution  from  other  assets  (line  21). 

23.  Multiple  student  adjustment  {line 
23). — Adding  the  Income  Contrlbutitm  from 
annucd  adjusted  family  Income  to  the  asset 
contribution  and  the  other  asset  contribu¬ 
tion  results  in  the  expected  contribution  for 
one  family  member  in  poatsecondary  educa¬ 


tion  from  family  Income  and  assets.  Some 
adjustment  must  then  be  naade  for  those 
families  In  which  mm’s  than  one  family 
member  will  be  enrc^led  in  poetsecondary 
education  for  tbe  academic  year  1974-75. 

Since  each  student  has  an  allowance  for 
costs  of  attendance,  tbe  family’s  discretion¬ 
ary  Income  Is  effectively  increased  when 
there  is  more  than  one  family  member  in 
postsecondary  education.  In  order  to  deter¬ 
mine  the  appropriate  percentages,  the  c<m- 
tributions  expected  from  different  family 
sizes  were  compared.  These  investigations 
Indicated  that  140  percent  of  the  contribu¬ 
tion  for  one  child  would  be  a  reasonable 
assessment  against  the  family  with  two  stu¬ 
dents.  Thus,  each  student  would  receive  70 
percent  of  the  contribution  which  the  fam¬ 
ily  would  make  if  there  were  only  one  stu¬ 
dent  in  the  family.  Similarly,  150  percent  of 
tbe  single  student  contribution  seemed  ade¬ 
quate  for  the  family  with  three  children  in 
postsecondary  education;  each  student 
could  expect  60  percent  of  tbe  single  stu¬ 
dent  contribution.  Fot  families  with  four  or 
more  students,  each  family  will  be  assessed 
40  percent  of  the  single  student  contribu¬ 
tion  for  each  child  In  postsecondary  educa¬ 
tion. 

Tbe  f<dlowing  table  summarizes  tbe  treat¬ 
ment  of  families  with  different  numbers  of 
family  members  In  postsecondary  education: 


Contribution  Family  contiibn- 

Number  of  per  student  as  tion  for  all  students 
students  a  percent  of  as  a  percent  of 
standard  standard  contrlbu- 

contribntion  tion 


Percent 

Percent 

1 . 

100 

100 

2  . 

70 

140 

3  . — 

50 

150 

4  or  more _ 

40 

160+ 

24.  Total  family  contribution  {line  24). — 
Tbe  total  expected  family  oontrlbutton  for 
an  Independent  student  is  determined  by 
adding  line  1  iflus  line  33. 


Annual  adjusted  family  income' 


$1,000 

$2,000 

$3,000 

$4,000 

$5,000 

$6,000 

$7,000 

$8,000 

$9,000 

$10,000 

$11,000 

$12,000 

$13,000 

$14,000 

$15,000 

$16,000 

$17,000 

$18,000 

$19,000 

$20,000 


226 
976 
1,636 
2,363 
3.804 
3,616 
4,  125 
4,732 
6,  347 
6,976 

6.  691 

7,  201 

7,  811 

8.  404 
8,  983 
9,546 

10, 108 
10. 671 
11,228 
11,  768 


'  Adjusted  gross  Income  plus  nontaxable 
income. 


MARRIED  INDEPENDENT  STUDENTS  WITH  NO 
OTHER  DEPENDENTS  (OTHER  THAN  SPOUSE)  — 
CONTRIBUnON  FROM  INCOME 


Annual  adjusted  family  income ' 


Less  than; 
$  1,000 
$  2,000 
$  3,000 
$  4,000 
$  5.000 
$  6,000 
$  7.000 
$  8,000 
$  9,000 
$10,000 
$11,000 
$12,000 
$13,000 
$14,000 
$15,000 
$16,000 
$17,000 
$18,000 
$19,000 
$30,000 


0 
0 
86 
515 
939 
1,358 
1,771 
2, 176 

3.  686 
3,005 
3,424 
3,833 

4.  240 
4,635 
6,025 
5,408 
5,783 
6, 158 
6,533 
6,  900 


coNTRmunoN  FROM  ANNUAi.  ADJUSTED  INCOME  1  Adjusted  gross  income  plus  non-taxable 
Foa  INDEPENDENT  STUDENTS — NO  DEPENDENTS  InCOme. 


Independent  Students  With  Dependents  Income  Contribution  Tabie 


Annual  adjusted  family 

Family  site 

2 

3 

4 

6 

6  7  8 

9 

10 

11 

12 

$8,080 . 

...  $ee 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

4i,000 . 

412 

$236 

0 

0 

0 

0 

0 

0 

0 

0 

0 

6,000 . 

781 

m 

$241 

0 

0 

0 

0 

0 

0 

0 

0 

6,000 . 

...  1,086 

916 

682 

$327 

$129 

0 

0 

0 

0 

0 

0 

ijms _ 

...  i;417 

1,349 

919 

667 

473 

$266 

0 

0 

0 

0 

0 

8,000 . 

...  1^741 

1,678 

1,282 

1,003 

811 

697 

$361 

$130 

u 

0 

0 

9,000 . 

...  2;069 

1,906 

1,683 

1,339 

1,160 

938 

706 

470 

$232 

0 

0 

10,000 . 

...  21404 

2;  241 

1,918 

1,676 

1,492 

1,283 

1,062 

819 

684 

$346 

$80 

11,000 . 

...  2;73B 

21676 

2,283 

21010 

1,827 

1,624 

1,396 

1,166 

9B3 

688 

460 

12;000 . 

...  3,066 

2,912 

2,689 

2,346 

2;  163 

1,960 

<737 

1,609 

1,279 

1,047 

812 

13,000 . 

...  31392 

3,238 

2,924 

2,681 

2;^ 

2,296 

2,072 

1,849 

1,623 

1,393 

1, 161 

14,000 . 

...  8,708 

3,684 

3,240 

3,006 

2,826 

2,623 

2,400 

2,177 

1,964 

1,729 

1,600 

18,000 . 

.  . 

...  4,030 

31866 

3,862 

3,318 

3,144 

21947 

2,734 

3,601 

2,278 

3,066 

1,883 

16,000 . 

...  4,326 

<178 

3,864 

3,630 

3.466 

3,362 

3,048 

3,826 

2,603 

3,379 

2|  156 

17,000 . 

...  4,626 

<481 

4,176 

31942 

3,768 

3,674 

3,360 

3,146 

2,926 

2,703 

2;  480 

18,000 . 

...  <926 

<781 

<476 

4,261 

<080 

3,886 

3,672 

3,468 

3,244 

8,027 

3,804 

19,000 . 

...  8,226 

6,081 

<776 

<661 

<386 

4,198 

3,984 

8,770 

SM 

8,843 

8,138 

30,000 . 

...  <620 

6,381 

6,076 

<861 

<686 

<601 

4,296 

<082 

$,868 

8,664 

8,440 

>  Adjusted  frrow  income  plus  nontaxable  income. 
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CODE  OF  FEDERAL  REGULATIONS 

(Revised  as  of  July  1, 1973) 


Title  31 — Money  and  Finance:  Treasury _ $4.75 

Title  41 — Public  Contracts  and  Propeidy  Management 

(Chapters  19-100) _  2.30 


[A  Cumulutive  checklifit  of  CFR  iftsuanccs  for  1973  appears  in  the  first  issue 
of  the  Federal  Register  each  month  under  Title  1] 
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